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SUMMARIZING  railway  financial 
results  as  far  back  as  1901,  H. 
A.  Scandrett,  president  of  the 
Chicago,  Milwaukee,  St.  Paul  & Pacific 
Railroad  and  chairman  of  the  special 
committee  of  presidents  representing 
the  western  railways,  stated,  in  testi- 
mony before  the  Interstate  Commerce 
Commission,  that  the  rate  of  return 
now  being  earned  by  the  Western  lines 
is  the  lowest  of  the  last  thirty  years 
with  the  single  exception  of  1920,  in 
which  year  general  increases  in  rail- 
way rates  were  found  necessary  by  the 
Commission.  In  the  first  four  months 
of  1931,  the  Western  railways  were 
earning  a return,  on  an  annual  basis,  of 
only  1.76  per  cent  upon  their  property 
investment. 

“From  1901  to  1910,”  Mr.  Scandrett 
testified,  “the  average  rate  of  return 
earned  by  the  Western  lines  upon  their 
investment  was  5.31  per  cent;  from  1911 
to  1920  their  average  return  was  4.11 
per  cent;  while  from  1921  to  1930  this 
average  was  3.78  per  cent.  If,  from 
the  second  decade,  the  years  of  Fed- 
eral control  (1918-1920)  are  eliminated, 
the  figure  for  that  decade  is  4.72  per 
cent.  The  carriers  in  the  Western  Dis- 
trict have  never  since  the  passage  of 
the  Transportation  Act  earned  the  fair 
return  to  which  they  are  entitled.  In 
six  of  these  ten  years,  their  rate  of  re- 
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turn  was  less  than  4 per  cent,  and  the 
highest  return  in  any  year  was  4.41 
per  cent  in  1929.  It  is  entirely  clear 
that  irrespective  of  the  present  depres- 
sion, the  earnings  of  the  Western  rail- 
ways in  recent  years  have  been  too  low 
to  give  them  a proper  basis  for  credit.” 

Commenting  upon  the  fact  that  from 
November  14,  1929  to  June  27,  1931,  a 
period  of  85  weeks,  each  week  showed 
in  the  Western  District  a smaller  num- 
ber of  freight  car  loadings  than  for  the 
corresponding  week  in  the  previous 
year,  Mr.  Scandrett  stated  that:  “Such 

a continuously  persistent  decline,  I 
think,  has  never  before  been  ap- 
proached in  the  entire  period  of  rail- 
road history.”  This  decline  in  traffic 
(which  is  still  continuing) , with  an  ac- 
companying decline  in  rate  levels,  has 
resulted  in  the  present  railroad  crisis. 

“The  question,”  continued  Mr.  Scan- 
drett, “was  how  this  crisis  should  he 
met.  After  careful  consideration  it  was 
decided  that  a uniform  percentage  in- 
crease presented  the  only  solution,  for 
two  reasons.  In  the  first  place,  the  rate 
level  as  a whole  being  inadequate,  the 
proper  remedy  is  to  advance  the  whole 
rate  level.  In  the  second  place,  any 
other  procedure  would  entail  much  de- 
lay and  the  situation  is  so  critical  that 
every  unnecessary  delay  should  be 
ivoided. 


“The  railways  are  asking  authority 
to  increase  rates  in  order  that  their 
earnings  may  be  such  as  will  enable 
them,  during  the  emergency,  to  operate 
their  properties  safely,  serve  the  pub- 
lic adequately,  improve  their  very  seri- 
ously impaired  credit,  and  effect  fur- 
ther economies  in  operation  through 
additional  capital  expenditures.  It  is 
not  the  purpose  of  the  pending  ap- 
plication, nor  will  the  effect  of  grant- 
ing it  be,  to  enable  the  carriers  to 
earn,  during  the  emergency,  a reason- 
able return  upon  the  value  of  their 
properties.  While  thus  far  the  carriers 
of  the  Western  District  have  been 
able  to  prevent  their  properties  suf- 
fering from  under-maintenance,  they 
are  now  unable  to  earn  sufficient  to 
safeguard  for  the  future  the  proper 
maintenance  of  their  properties.  Ade- 
quate, safe  and  efficient  service  to  the 
public  is  largely  dependent  upon  proper 
maintenance. 

“It  would  also  be  highly  desirable,  in 
this  period  of  lowered  costs,  to  resume 
in  volume  programs  of  railway  im- 
provements which  have  been  largely 
suspended.  Such  action  at  this  time 
would  be  most  helpful  in  relief  of  un- 
employment. However,  the  credit  of 
the  Western  carriers  is  so  impaired  that 
few  of  them  could  now  obtain  money 
for  additions  and  betterments  by  the 


sale  of  their  securities  at  a price  in 
keeping  with  prudent  management.” 

Discussing  the  drastic  reductions 
made  in  railway  operating  expenses, 
the  material  decreases  made  in  passen- 
ger-train mileage,  and  the  abandon- 
ment, in  the  interest  of  economy,  of  , 
unprofitable  branch  line  mileage,  Mr. 
Scandrett  stated:  “The  carriers  have 

tried  earnestly  to  reduce  their  expen- 
ditures to  what  was  actually  necessary. 
Certain  expenditures  are  beyond  their 
control,  such  as  track  elevation,  grade 
separation,  taxes,  and  assessments  tor 
local  improvements  that  are  required 
by  public  authority.  In  every  way,  in 
the  field  in  which  they  have  control, 
the  railways  have  exerted  their  best 
efforts  to  minimize  the  effect  of  the 
depression  upon  their  revenues. 

“The  need  of  increased  revenues  for 
the  financial  relief  of  well-managed 
carriers  in  the  Western  District,  which, 
in  the  absence  of  such  relief,  are  in 
grave  danger  of  failing  to  earn  their 
fixed  charges,  while  in  itself  justifying 
this  application,  is  not  the  sole  justifi- 
cation. There  are  also  important  pub- 
lic interests  that  will  be  furthered  by 
the  granting  of  the  increase.  Among 
th  ese  are  the  necessity  of  maintaining 
the  railroad  properties  in  such  condi- 
tion that  they  can  continue  to  furnish 
safe  and  efficient  service  to  the  public; 


and  the  desirability,  at  this  time  of 
favorable  price  levels,  of  making  addi- 
tions and  betterments  to  the  railroad 
plant  that  will  effect  economies  in  op- 
eration and  reduce  unemployment  both 
in  the  railroad  field  and  in  other  fields 
of  industry,  thereby  aiding  substantially 
in  the  improvement  of  general  busi- 
ness. 

“The  requirement  that  the  rate  level 
should  be  fair,  just  and  reasonable  is 
freely  conceded,  but  we  should  not 
overlook  the  transcendent  importance ; 
of  adequate,  efficient  and  reliable  I 
transportation  service.  Such  service 
the  public  is  now  receiving  from  its 
railroads.  To  insure  its  continuance  is 
a vital  national  need.  I can  think  of 
nothing  that  would  longer  postpone 
the  return  of  prosperous  conditions  in 
this  country  than  a breakdown  of  rail 
service.  The  public  interest  alone  re- 
quires that  the  necessary  steps  be  taken 
to  insure  a continuance  of  adequate  and  I 
dependable  service.  A threat  to  this  I 
continuance  is  clearly  visible.  Persist-  | I 
ently  declining  earnings  and  the  dwin-  j 
dling  rate  of  return  on  railway  invest- 
ment show  this  to  be  true  beyond  any 
doubt.  A great  emergency  confronts 
the  rail  transportation  industry  and  we 
believe  that  in  the  public  interest  the 
Interstate  Commerce  Commission 
should  give  it  emergency  treatment.” 


